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Total U. S. Mortgage Debt Up 27% in 1947 


MBA’s Annual Survey of Nation’s Mortgage Indebtedness 


OTAL mortgage debt of the United 

States in 1947 zoomed upward ap- 
proximately $9,400,000,000 or 27 per 
cent over the 1946 level, according to 
the annual computation made by the 
Research Department of the Mortgage 
Bankers Association of America. The 
year-end figure of $44,069,054,006 was 
the highest reached since 1943 when 
the Mortgage Bankers Association 
started making this study. 

Vastly increased activity in mortgage 
loans by private institutional investors, 
such as life insurance companies, banks 
and savings and loan associations, was 
largely responsible for the skyrocketing 
debt. Commercial banks supplied the 
largest volume of mortgage funds dur- 
ing 1947 by increasing their holdings 
approximately $3,600,000,000 or 62 
per cent over the 1946 figure. Savings 
and loan associations were the second 
most active by adding $1,800,000,000 
in mortgages to their holdings, or 25 
per cent more than last year. Life insur- 
ance companies expanded their mort- 
gage portfolios by some $1,400,000,000 
or 20 per cent over 1946. Mutual sav- 
ings banks increased their holdings by 
approximately $404,000,000 or almost 
10 per cent. Fraternal societies and as- 
sociations, although small as a class of 
real estate mortgage investors, added 
about $250,000,000 to their mortgage 
holdings or 6.5 per cent more than 
1946. The gain of all private institu- 
tional investors was $7,282,803,507 or 
almost 77 per cent of the total mort- 
gage debt increase. 


By FRANK J. McCABE, JR. 


Director of Education and Research 


Institutional investors were not the 
only group active in mortgage lending 
during 1947. Mortgage companies and 
individuals, principal components of 
the class designated as “others” in the 
computation appearing on the next 
page, increased their mortgage holdings 
$2,200,000,000 or more than 27 per 
cent over 1946. This was one of the 
most significant increases in mortgage 
holdings among all private lenders. 

Total figures show that banks and 
mutual savings banks continue to sup- 
ply most of the mortgage money. 
Their mortgage holdings, as of Decem- 
ber 31, 1947, were $14,286,346,123 or 
32 per cent of the total mortgage debt 
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Shows Sharp Increase 


outstanding. Individuals, mortgage com- 
panies and other small lenders, are still 
in second place in volume held with 
$10,200,000,000 or 23 per cent of the 
total. Savings and loan associations 
came next with $9,000,000,000 or 20 
per cent of the total. The mortgage 
portfolios of life insurance companies 
totalled $8;500,000,000 or 19 per cent 
of the 1947 mortgage debt. Fraternal 
societies and associations held less than 
1 per cent of the total at the year’s end. 

The mortgage holdings of federal 
agencies continued to decline in 1947 
as they have in the past few years. 
Their urban and farm mortgages 
totalled $1,833,565,454 or slightly over 
7 per cent less than in 1946. A net de- 
cline of $134,534,096 took place despite 
the secondary market operations of the 
Federal National Mortgage Association 
and the RFC Mortgage Company. The 
holdings of “Fanny Mae” dropped 
from $5,591,497 in 1946 to $4,420,285 
this past year or about 26 per cent. The 
RFC Mortgage Company was dissolved 
by Act of Congress, June 30, 1947 and 
its assets and liabilities were assumed 
by the Reconstruction Finance Corpo- 
ration. Mortgage holdings of the HOLC 
shrunk from $686,000,000 to $48 ~,000.- 
000 or more than 23 per cent, as its 
liquidation continued. 

In the farm mortgage field, the hold- 
ings of the Federal Land Banks declined 
approximately $78,000,000 and those 
of the Federal Farm Mortgage Corpo- 
ration slightly over $37,000,000 during 
1947. The Farmers’ Home Administra- 














Federal Land Banks. . 


Farmers Home Administration 


Life Insurance Companies 
Savings and Loan Associations 
Mutual Savings Banks 
Commercial Banks 


Others (Mortgage Companies, 
Individuals, etc.) 


(a) Estimated 





Home Owners’ Loan Corporation. 
Reconstruction Finance Corporation. .. 
Federa] National Mortgage Association......... 


Federal Farm Mortgage Corporation 


TOTAL FOR FEDERAL AGENCIES........... 
Urban and Farm Mortgages of Private Agencies and Others 


Fraternal Societies & Associations....... 


TOTAL FOR PRIVATE HOLDINGS.......... 
TOTAL URBAN AND FARM DEBT.......... 


(d) The Fraternal Monitor, Rochester, N. Y. (i) 


Total Mortgage Debt of the United States 


As of Dec. 31, 1946 


Urban Mortgages of Federal Agencies 


$ 636,000,000 
13,011,053 
5,591,497 


Farm Mortgages of Federal Agencies 


we seeeeees $ 976,748,000 
146,621,000 


190,128,000 


$ 1,968,099,550 


$ 7,059,000,000 
7,200,000,000 
4,45 1,000,000 
5,817,962,000 
224,723,045 


8,000,000,000 
$32,752,685,045 
$34,720,784,595 


(e) Institute of Life Insurance, N. Y. 
ept. of Agriculture, Bureau of 


(b) Reconstruction Finance Corporation (f) Figure from 

(b)* RFC Mortgage Company dissolved June 30, 1947 Agricultural Economics. 
Its assets and liabilities were assumed by the RFC. (g) 

(c) National Association of Mutual Savings Banks. (h) 


Estimated from Federal Home Loan Bank Board figures. 
Survey of Current Business, March 1948. 
Comptroller of the Currency. 





Increase or 
As of Dec, 31, 1947 Decrease 
$ 486,000,000(h) —23.6% 
136,251,934(b)* 
4,420,285 (b) —~26.5¢ 
$ 898,703,598(f) — 8.7% 
109,479,463 (f) 33.9% 
198,710,174(f) + 4.5% 
$ 1,833,565,454 — 7.3% 
$ 8,500,000,000(e) + 20.4% 
9,000,000,000 ( g) + 25.0% 
4,854,994, 123 (c) + 9.1% 
9,43 1,352,000 (i) +62.1% 
249,142,429 (d) + 6.4% 
10,200,000,000 (a ) +27.5% 
$42,235,488,552 +28.9% 
$44,069,054,006 + 26.9% 








tion again increased its holdings by 
about $8,500,000 or roughly 5 per cent. 

The rate of decline in the mortgage 
holdings of Federal agencies was about 
as in 1946. However, the rate 
of increase among private lenders was 
substantially higher. The holdings of 
commercial banks increased 40 per cent 
more in 1947 than in 1946; life insur- 
companies 13 per cent, 
and indivi- 
Only savings 


the same 


ance mutual 
savings banks 3 per cent; 
dual lenders 10 per cent. 
and loan associations showed a smaller 
rate of increase during 1947, 7 per cent 
less. As a result, private lenders now 
hold approximately 94 per cent of all 
urban and farm mortgages. 

The chart on page 3 is a breakdown 
of the 1947 mortgage debt by type of 
loan and participation of lender and 
institutional investor. It is to be noted 
that 75 per cent of all mortgage loans 
held at year-end, totaling $31,599,744,- 
000, were farm and conventional urban 
held by private investors. The 
volume of veterans’ loans held totaled 
$6,460,530,000 or 15 per cent and the 
volume of FHA loans was $4,315,530,- 


loans 


> 
~ 


000 or 10 per cent of the mortgage 
debt. 

Commercial banks as a class held the 
highest volume of FHA loans, their 
holdings totaling $1,801,000,000 or 45 
per cent of all FHA loans unpaid as of 
the end of 1947. Life insurance compa- 
nies held the next largest volume of 
FHA loans, their portfolios amounting 
to $1,400,000,000 or 32 per cent of the 
total. Mutual savings banks came next 
with $484,000,000 or 11 per cent fol- 
lowed by savings and loan associations 
holding $358,000,000 or 8 per cent; 
mortgage companies and other private 
lenders accounted for $120,000,000 or 
3 per cent; and federal agencies, ex- 
cluding the HOLC and other agencies 
holding farm loans only, were last with 
$5,530,000 or | per cent of all unamor- 
tized FHA loans. 


The G. I. Lean Picture 


Savings and loan associations held 
the largest number of G. I. loans, their 
holdings totaling $2,476,000,000 or 38 
per cent of all G. I. loans held by 


lenders and investors. Commercial 
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banks held $2,097,000,000 at the end 
of 1947 or 31 per cent for second place. 
The G. I. holdings of life insurance 
companies totaled $800,000,000 or 12 
per cent of all such loans on December 
31, 1947. The holdings of mutual sav- 
ings banks amounted to $480,000,000 
or 7 per cent of the total. Mortgage 
companies and other private lenders 
with $522,000,000 or 8 per cent, and 
federal agencies with $128,530,000 of 
G. I. loans or 4 per cent of the total, 
complete the G. I. loan picture. 


Mortgage companies and other pri- 
vate lenders were the most active in 
the field of farm and conventional 
loans in making and holding a volume 
of $9,807,142,000 at year-end. Their 
holdings represent 31 per cent of all 
unpaid farm and conventional loans. 
Life insurance companies held 20 per 
cent or $6,300,000,000 in conventional 
and farm loans. The holdings of sav- 
ings and loan associations totaled $6,- 
166,000,000 or 19 per cent of the total 
volume. Commercial banks held $5,- 
534,000,000 in conventional loans or 
17 per cent, followed by mutual savings 
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banks with $3,891,000,000 or 12 per 
cent and federal agencies with less than 
1 per cent of all conventional loans. 

A number of factors accounted for 
the skyrocketing mortgage debt. The 
most important of these were the per- 
sistent demand for homes due to the 
housing shortage and the accelerated 
rate of private residential and non- 
residential construction. According to 
figures just released by the Bureau of 
Labor Statistics, private construction 
during 1947 totaled $10,893,000,000 
of which $5,260,000,000 was spent for 
residences, $1,702,000,000 for industrial 
expansion and $835,000,000 in the 
construction of stores, warehouses, of- 
fice buildings and other types of com- 
mercial structures. This represents the 
largest physical volume of new con- 
struction in this country for any one 
year except for the war time high in 
1942. Other factors which contributed 
to the high mortgage debt were high 
building costs, increased advances in 
real estate prices which are reflected in 
larger mortgage loans and the substan- 
tial number of high percentage G. I. 
home loans made during the past year. 

The demand for houses should con- 
tinue at a high level through 1948 and 
into 1949. The Bureau of Labor Sta- 
tistics estimates that the dollar volume 
of new construction will exceed that of 
1947 by approximately $3,000,000,000, 
despite an expected drop in industrial 
building. Most experts feel that real 
estate prices will remain at a high 
level through this year. It looks as 
though the mortgage debt will climb 
even higher in 1948. 





Favor FHA Standards for VA 


Recently Carl R. Gray, administrator 
of the Veterans Administration, re- 
quested the views of MBA on the ques- 
tion of establishing minimum standards 
for building homes, the loans of which 
VA guarantees. In the following letter 
to Mr. Gray, President John C. Thomp- 
son describes the action which has been 
taken and then sets forth our views: 


Again I wish to express my appre- 
ciation for the opportunity you ex- 
tended to the Mortgage Bankers Asso- 
ciation of America to offer you its views 
as to the advisability of the Veterans 
Administration establishing minimum 
standards in connection with the con- 
struction of homes on which mortgage 
loans may be guaranteed under the 
Servicemen’s Readjustment Act. You 
further solicited the views of the As- 
sociation as to whether standards, if 
adopted at all, should be identical in so 
far as possible with current Federal 
Housing Administration minimum 
property requirements or whether less 
restrictive standards should be adopted. 

I stated to you in my letter of June 
8th that I would solicit the recom- 
mendations of the Veterans Committee 
of our Association as to the questions 
outlined in your letter to me. I also 
advised you that upon receipt of the 
recommendations of the Veterans Com- 
mittee, I would consult with the mem- 
bers of the Executive Committee of the 
Association inasmuch as, in my opinion, 
the matter was most important and was 


one that would affect the majority of 
the members of our Association. 

I have now been authorized by the 
Executive Committee to advise you that 
the Mortgage Bankers Association of 
America favors the issuance of mini- 
mum construction standards by the 
Veterans Administration, and suggests 
that the standards follow as closely as 
possible the minimum property require- 
ments of the FHA. 

It is the conviction of the Associa- 
tion that confusion and uncertainty 
will be avoided if standards issued by 
the Veterans Administration do not 
differ substantially from the standards 
which are imposed by the Federal 
Housing Administration. 

If these standards are not substan- 
tially different, it will also simplify op- 
erations under Public Law No. 864, 
since I am advised that under that law, 
recently enacted by Congress, before a 
mortgage loan guaranteed under the 
Servicemen’s Readjustment Act can be 
sold to the Federal National Mortgage 
Association, the seller must certify that 
the improvement was constructed in a 
manner which complies with the con- 
struction standards of the FHA. 

I sincerely hope that you will accept 
these recommendations in the coopera- 
tive spirit in which they are offered, 
and I urge you to invite again the 
views of the Association at any time 
you feel that it can be of assistance. 

Joun C. THOMPSON, 





Mortgage Holdings of Lenders and Investors by Type of Loan 








*Excludes HOLC and Agencies holding Farm Loans Only. 


% of All % of All % of All 

F.HLA. LoansHeld V.A. _—iLoansHeld —_OtherLoans _Loans Held 

Life Insurance Companies.... $1,400,000,000 17% $ 800,000,000 9% $ 6,300,000,000 74% 
Savings & Loan Associations. . 358,000,000 5% 2,476,000,000 28% 6,166,000,000 67% 
Commercial Banks .......... 1,801,000,000 18% 2.097,000,000 23% 5,534,000,000 59% 
Mutual Savings Banks....... 484,000,000 11% 480,000,000 9% 3,891,000,000 80% 
Mortgage Companies & Others 120,000,000 1% 522,000,000 5% 9,807,142,000 94% 
Federal Agencies* .......... 5,530,000 4% 128,530,000 91% 6,602,000 5% 
NC 2s ol Dok $4,315,530,000 10% $6,460,530,000 15% $31,599,744,000 75% 


Some of the figures used in the above computation are estimates. 
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MISTAKES Most Often Made 
by Correspondents in 


ORTGAGE correspondents are 

more guilty of sins of omission 
than sins of commission—so say the 
head office men, those who have the 
job of passing on loan submissions. 


It’s not so much what they do that 
causes delay in the home offices as 
what they fail to do—failure to submit 
all the factual data supporting conclu- 
sions in appraisal of the property. 

T. S. Burnett, vice president in 
charge of the mortgage loan and real 
estate departments of Pacific Mutual 
Life Insurance Company, aptly ex- 
pressed it when he said that “where 
pertinent information is lacking, it 
slows up the processing and under- 
writing of the application. It impairs 
the service the principal is endeavoring 
to extend the correspondent to place 
him in an advantageous competitive 
position on the ground. 


“Standardization in loan submissions 
and thoroughness in completion of 
forms are equally important to cor- 
respondent and principal; no amount 
of ad libbing in an accompanying 
transmittal letter can take their place.” 

Charles E. Baldwin, Jr., assistant 
treasurer of State Mutual Life Assur- 
ance Company of Worcester, Mass. 
agrees. 

“Time and again,” he said, “corre- 
spondents have told me, following our 
declination of a loan, certain things 
which would have made me look more 
favorably on the case. Because of the 
correspondent’s familiarity with the 
case and the knowledge that we rely 
on him to a great extent, it is perhaps 
logical that he may overlook some 
minor matters. He may:jump to the con- 
clusion that he has presented enough 
information to influence us into ap- 
proving the loan. He is then surprised 
to receive a declination and immedi- 
ately begins to marshal additional facts 
which he could have submitted at the 
outset. This wastes time for him and 
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Their Loan Submissions 


Our nationwide survey turns up a wide 


variety of mistakes and errors which 


the home office men say occur most 


frequently. Which ones are yours? 


for us; it could have easily been 
avoided.” 

Tue Mortcace BANKER recently set 
out to learn what are the most common 
mistakes correspondents make in their 
loan submissions. What we thought 
we would find and what we found 
were two different things entirely. The 
mistakes and errors were many and 
varied and not easy to break down into 
classifications. 

Tue Mortcace BANKER queried top 
officials of mortgage loan departments 
of 45 life insurance companies, some 
large, some in the middle-size bracket 
and some small. Selections were made 
to give geographical representation over 
the country. Practically all replied and 
most of them in considerable detail. 

As one life company vice president 
said, there seem to be about as many 
mistakes as there are correspondents 
but he added that home offices make 
mistakes too. In fact, this acknowl- 
edgment was a rather general one; a 
number said they thought that many 
mistakes that cause delay in consider- 
ing loan applications are the result 
of home office procedure. Red tape 


can get pretty involved. 


12 Common Mistakes 
But, to be more specific, let’s see 
what these most common mistakes are. 
From reading, dissecting and interpret- 
ing our replies, we found them to be: 
1. Correspondents often fail to se- 
cure proper financial statements. This 
was a common complaint. We get too 
many loan submissions not properly 


prepared, not comprehensive enough 
and with essential financial data miss- 
ing, say home office men. “We want 
a complete financial statement of the 
borrower,” one said. 

2. Correspondents often fail to sup- 
ply proper legal descriptions and plats. 
Too often they aren’t complete; they’re 
fragmentary, sketchy, necessitating fur- 
ther requests for data, all of which 
delays consideration of the loan. Peter 
V. Cloke, mortgage secretary, The 
Guardian Life Insurance Company of 
America, said: 

“Some fail to clearly mark plans on 
proposed construction so that they may 
be matched with the proper applica- 
tion. Plans become detached from 
applications; unless there is some iden- 
tifying tie-up with the security, the 
underwriting of the loan is delayed 
while we find out which plans go with 
which application.” Others voiced the 
same complaint. 

3. Correspondents often fail to sup- 
ply good photographs. It would seem 
that this might be one thing that would 
draw no complaint; yet almost the 
most common thing our poll unearthed 
was the complaint about poor photo- 
graphs. Many correspondents fail to 
properly describe and identify their 
photographs. Many companies were 
particularly caustic in their comments 
on this score. An Iowa official said 
“the most common error in loan sub- 
missions is that the file is not complete 
enough as to photographs of the prop- 
erty and street scene and the corre- 
spondent is not specific enough in his 
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How much does it actually cost 
a correspondent to put a loan on 
his books? The question is often 
asked but rarely answered—accu- 
rately. How does $255 per loan 
sound? 

That’s what a Chicago mort- 
gage banker estimates it costs 
him. H. F. Pxrvipssorn, presi- 
dent of H. F. Philipsborn & Co., 
Chicago, addressed our Chicago 
Clinic earlier this year on the 
acquisition of business. During 
the forum discussion, he _re- 
marked that it costs his company 
at least $100 to put a loan on their 
books. After the meeting, THE 





How Much Does It Cost to Put a Loan on Your Books? 


MortcaceE BANKER asked him to 
expand that statement into an 
article for this magazine. He 
wasn’t able to do it then because, 
for one thing, his auditors were 
then going over his books. He 
promised to determine later how 
close his $100 estimate proved to 
be. He has now come up with 
the answer. 

“Excluding our real estate and 
management departments and 
excluding the servicing of loans 
once they are on our books, all 
other costs of operation divided 
by the number of loans put on 
our books per annum comes to 


approximately $325 per unit. 
Against this we have credits on 
the income side of some $70 per 
unit, or a net cost on putting a 
loan on our books of $255. 


“ww 


This of course includes com- 
plete executive salaries, rent, 
light, heat, automobile, advertis- 
ing and all of the items of ex- 
pense that go into the operation 
of a business such as ours.” 

Mr. Philipsborn’s company 
seems typical and representative 
for determining a figure of this 
sort. How does that $255 com- 
pare with your own operation— 
or do you know? 








recommendations as to the quality of 
the loan.” 

An Alabama official said much of 
the photographic material he gets 
doesn’t show surrounding properties 
and complete street scene. 


Good Photo a Valuable Tool 

J. H. Magee, second vice president 
and manager, city mortgage depart- 
ment, John Hancock Mutual Life In- 
surance Co., said “some correspondents 
can never be made to understand the 
importance of good photographs, not 
only of the property offered as security, 
but of the surrounding neighborhood. 
The camera in the hands of an ex- 
perienced photographer is a very valu- 
able tool; the results can be made to 
produce definite dividends.” 

Charles F. Brewer, manager of the 
mortgage loan department of Indian- 
apolis Life Insurance Co., said “we 
have instructed our correspondents to 
identify photographs submitted with 
loan applications—with the applicant’s 
name, address of the property, date 
taken and to designate on the street 
scene the security. In many instances 
street scenes are sent which do not 
contain the subject property and no 
identification whatever. Naturally we 
have no idea if the photographs are in 
the same block or even in the same 
part of the city as the subject property. 
We feel correspondents could do a 
much better job of identifying the se- 
curity in the photographs and by sub- 
mitting better street scenes showing the 
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subject property so that we may have 
an idea of the surrounding properties.” 

Here’s a complaint easy to correct, 
it would seem; so if you are not sure 
of the kind and quality of the photos 
you have been submitting, it wouldn’t 
be a bad idea to look into it. 

4. Correspondents often disregard 
ratio of debt service, including taxes 
and insurance, to monthly income— 
and even more often fail to comment 
sufficiently when this ratio is borderline 
or overboard. This complaint, and 
various versions of it, came from a 
number of those interviewed. An Ohio 
official observed that “the correspond- 
ent too often fails to evaluate (or if he 
does not actually do so, he neglects 
passing on to the home office the re- 
sults of his conclusions), and relate the 
pricing level of the important segments 
of our national economy at any given 
period (today’s is abnormally high as 
an instance) to a mortgage loan pat- 
tern that fits each particular case, 
assuming of course that there is a basis 
for a sound loan in some amount at 
the outset.” A number recounted simi- 
lar conclusions. 


5. Correspondents often fail to give 
their own honest opinion of a loan. 
This is another common complaint. 
The home office men say they want to 
know exactly—and in detail—what you 
think. 

One company official said that more 
and more correspondents are falling 
down by not giving their own personal 
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knowledge of the security and the 


applicant. 
“They too often fail to recommend 
the loan to the lender,” one said. 


“Some have sterotyped letters of trans- 
mission they use for all submissions and 
some have gone so far as to have these 
printed.” 

6. Correspondents very often give 
inadequate neighborhood data. Very 
often, they say, the home office is left 
in the dark about shopping centers, 
transportation, proximity to schools, 
etc. It’s another common complaint 
that many raise. 


Better Credit Data Needed 


7. Correspondents often fail to sup- 
ply adequate credit information. This 
is about as common as any single com- 
plaint and a number of officials admit- 
ted that they were giving this factor 
closer scrutiny than ever before. 

An Indiana company official said 
that “whenever a credit reporting 
agency reveals some unfavorable in- 
formation on an applicant for a loan, 
it would be helpful if a correspondent 
would investigate this adverse report 
and give us a full explanation in the 
submission letter.” 

And from a big Connecticut com- 
pany comes the observation that “slow- 
ness in getting credit reports in and, 
as a result, asking for a commitment 
subject to receipt of satisfactory credit 
report, is to be deplored.” 

Another complains of a tendency to 
permit appraisals and recommenda- 
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tions to be influenced by favorable 
credit factors relating to a particular 
prospective borrower. An Ohio com- 
pany official says that “in types of 
security where credit is most essential, 
many correspondents fail to cover a 
sufficient period of years to give a ‘pic- 
ture’ of what to expect with normally 
sound competently man- 
aged.” 

An official of a large Massachusetts 
“sometimes the 


operations 


company told us that 
information given in a credit report is 
at variance with facts supplied by the 
correspondent and some statement of 
reconciliation is necessary.” 


Piece-meal Submissions 


8. Correspondents often submit ap- 
plications in piece-meal fashion—very 
piece-meal some say. The home office 
men generally say they don’t like it 
and want all the papers assembled at 
one time and then submitted. Of 
course, there are exceptions; but, gen- 
erally speaking, they’d like the whole 
business at one time. 

9. Correspondents often fail to give 
sufficient information about the secu- 
rity and applicant. This complaint 
overlaps some of the others of course; 
but might be said to be an all-inclusive 
mistake mentioned in the survey. 

To express the idea another way, a 
Virginia company official got down to 
essentials when he said that “certain 
questions are asked in our application 
blank because we feel we must have 
those questions answered; but in too 
many cases the correspondents simply 
fail to answer them.” 

A Hartford company official 
pressed it still another way when he 
said that if “there is one general criti- 
cism which can be made, then it is 
failure to submit complete information 
on the subject matter—lack of thor- 
In most cases, correspond- 


ex- 


oughness. 
ents almost without exception even fail 
to go so far as to fill out all of the 
information required on the forms sup- 
plied by their principals. They should, 
of course, realize that there is adequate 
reason for requesting all of the infor- 
mation required. Of course, we realize 
that it is difficult for a correspondent 
to understand that matters which are 
perhaps quite obvious to him are 
shrouded in mystery for who is 


dealing with a property perhaps 2,000 
6 


one 


miles away in an area which some 
member of his staff sees only two to 
four times each year. 

“Another criticism which can be 
made is not perhaps directly germane 
to this thought—and in all probability, 
the fault may be inherent in the cor- 
respondent system itself. Be that as it 
may, we frequently find that a cor- 
respondent is unwilling to put forth 
maximum effort to meet the conditions 
and requirements with regard to a par- 
ticular transaction when he knows that 
more liberal treatment can be secured 
elsewhere. 

“Of course, this fault shows up par- 
ticularly in a competitive market, and 
is more pronounced with correspond- 
ents who serve more than one princi- 
pal. Correspondents are only human 
and it is difficult for them to stick it 
out to the last to obtain terms and 
conditions required by their principal 
at the risk of losing a deal which they 
feel, perhaps with reason, can be 
closed elsewhere more nearly in line 
with the request of the prospective 
borrower. Human nature being what 
it is, perfection in this respect can 
probably never be complete.” 


Other Complaints 


A Columbus, Ohio official noted this 
tendency as one of nine serious mis- 
takes—and six of his complaints were: 
Requesting that the loan be considered 
subject to a satisfactory appraisal sub- 
sequently to be furnished; Reference 
to the appraisal in the loan application 
instead of filling in the information re- 
quested ; Giving purchase price without 
verification or indicating that the 
amount given is merely the representa- 
tion of the applicant; Giving a rough 
sketch of the floor plan on which the 
interior arrangement is not in exact 
proportion to the actual building; Sug- 
gesting a modification of the terms in 
the body of the submittal letter without 
also noting it on the application; and 
failure to give exterior dimensions of 
the property.” 

And Mr. Brewer of Indianapolis Life 
also had something to say on this score. 

“We are particularly interested in the 
purpose of the loan—whether for pur- 
chase of the property, refinancing or 
making improvements. Our applica- 
tion form contains sufficient space to 
show the purpose but very frequently 
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correspondents omit completing it fully 
and some use their own form which 
does not contain sufficient questions to 
advise us of the purpose. If the loan 
is for refinancing, we want to know 
when the existing indebtedness was 
made, original amount, unpaid bal- 
ance, rate of interest and what the 
terms of repayment have been. Fre- 
quently the application will indicate 
that subject property is being pur- 
chased on a cash transaction whereas 
a trade is involved and the correspond- 
ent fails to tell us. 

“Sometimes an application merely 
states the loan is for making improve- 
ments to the property without any in- 
formation as to what they will consist 
of and no estimate of their cost. Fre- 
quently if the loan is for purchase of 
the property, that fact will not be 
clearly set out although our application 
form contains space showing date of 
purchase and price paid. In many 
instances, the price paid will be shown 
and the date omitted and we can then 
only guess as to when the property was 
purchased.” 

10. Correspondents often fail to 
give building restrictions. An Illinois 
company officer finds this a problem 
in considering submissions; others men- 
tion it, too. The Illinois company offi- 
cial said that “in my experience, the 
most difficulty we have with submis- 
sions relates to the handling of building 
restrictions appearing of record in re- 
spect of the property. In all cases, 
policies issued by the title company 
accompany the mortgage package and 
these policies frequently set up in 
abbreviated form the record as to 
building restrictions, sometimes with 
reverter clauses and sometimes without. 


Another Cause of Delay 


“The notation of the title company 
hardly ever is expanded sufficiently to 
enable us to act intelligently upon the 
nature of the restrictions especially if 
a reverter clause exists. This means 
that we have to ask the loan corre- 
spondents to submit a complete copy 
of the restrictions before we finally 
pass upon the loan; this, of course, re- 
sults in considerable delay.” 

A Massachusetts company officer has 
the same complaint and a New York 
official said that “failure to submit a 
copy of restrictive agreements referred 
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to—but not always fully explained—in 
Schedule B of title policies. We can’t 
really expect our lawyers to pass on a 
restriction unless they know what it 
contains. And so there’s a resultant 
delay in the closing of the loan while 
we write and get this information 
either from the title company or the 
correspondent.” 

11. Correspondents frequently insist 
on using their own application forms. 
And the home office personnel isn’t 
familiar with them and doesn’t like 
them. This wasn’t a common com- 
plaint but a few mentioned it, par- 
ticularly some smaller companies. 


12. Correspondents often fail to go 
over the papers just before mailing. 
An Alabama company official writes 
that “failure to carefully go over all 
papers before mailing to clear up any 
omissions or conflicting information is 
bad business. This is particularly true 
with reference to information in the 
application and credit report especially 
as to income.” 

There’s a suggestion here. Do you 
take a final last look at all the papers 
before mailing to see that no data 
conflicts, etc.? It seems like a “must” 
and is something one would naturally 
suppose every correspondent did; but 
the truth is that a number of home 
office men say it apparently isn’t al- 
ways done. If someone would give the 
papers one last check, a lot of trouble 
could be avoided, it would appear. 


Notes FHA Delays 


Thomas E. Lovejoy, Jr., first vice 
president and treasurer of The Man- 
hattan Life Insurance Company, finds 
that in submitting the final mortgage 
papers on FHA’s a common mistake is 
to neglect to include FHA’s final com- 
pliance inspection report which of 
course causes delay. Lovejoy also notes 
that in submitting applications, cor- 
respondents, on combination FHA— 
G.I. 505 loans, frequently fail to give 
term and monthly payment on G.I. 
505 loan and fail to show annual real 
estate taxes and hazard insurance 
premiums on FHA Form 2004 in space 
provided. 

So much for these 12 specific com- 
plaints. No doubt there are others 
which a more extensive survey would 
turn up. The significant thing about 


The Mortgage Banker e¢ 


those mentioned is that they all seem 
to be mistakes that can be avoided. 

A query of this sort usually turns up 
other information as well. 

For example, the treasurer of a Bal- 
timore company observed that “we feel 
correspondents fail to tell us how they 
have weighed minus factors. We don’t 
want a long submission letter that 
merely repeats information in the ap- 
plication, appraisal and credit report, 
but we would like comment applicable 
to the case inadequately described in 
standard forms.” 


A Virginia official thinks many loans 
are submitted in such a haphazard 
manner that they might as well not be 
submitted at all. “I think another mis- 
take frequently made,” he said “is an 
inquiry, either by phone or mail, giv- 
ing little information but wanting to 
know if we would be interested. Often 
the meager information is not sufficient 
to create an interest that could have 
been created if all of the facts had 
been submitted in the beginning.” 


Tied Up in Red Tape 


And a Chicago company officer says 
that from his experience correspond- 
ents frequently get so involved in de- 
tails that they entirely overlook basic 
essentials — but, on the other hand, 
most of those queried complained of 
carelessness in overlooking details! 


“If the loan is in connection with a 
sale,” he said “we want to know the 
actual sale price, whether cash or 
trade; and if trade, details of the 
transaction; and if a refinancing loan, 
original amount and present balance of 
existing loan. If endeavoring to bor- 
row more than maturing balance, we 
want to know for what purpose the 
additional funds will be used. The 
purpose of the loan is always important 
and should be stated. Some corre- 
spondents, however, seem to think this 
is not material if the security is ample. 
Actually the reverse is true.” 

An Illinois officer believes that a 
thorough job at the beginning will 
save the correspondent time, money 
and effort in the end. 


“Lack of complete data handicaps 
the correspondent in doing a proper 
job of preliminary underwriting and 
this is probably a principal cause of 
delay in getting loans closed,” he said. 
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“If the correspondent whittles the ap- 
plicant down to size and terms accept- 
able to the lender at the outset, it saves 
a lot of time and expense otherwise 
spent tilting at windmills.” 


Need More Cooperation 


An official of a big Connecticut 
company said: 

“These are the questions on epplica- 
tions or appraisal forms which corre- 
spondents most frequently fail to 
answer: Will there be secondary 
fiancing? Will applicant occupy, rent 
or sell? What are the proceeds to be 
used for? Failure to obtain a financial 
statement from the applicant as to his 
income and worth. What is estimate 
of taxes, insurance and maintenance? 
What is condition of property and 
quality of construction? What is as- 
sessed value?” 


A Massachusetts official declares that 
what we need in the correspondent- 
company relationship is a closer work- 
ing arrangement and better under- 
standing. 

“It is true,” he said “that corre- 
spondents make errors in submission of 
loans. We at the home office make 
errors. If the correspondent is con- 
sistently making errors, we at the home 
office are at fault. Mistakes in attitude 
or in detail in the submission of loans 
are really the result of lack of liaison 
between home office and correspond- 
ent. If there is a complete under- 
standing in the matter of loan policy 
between correspondent and home of- 
fice, there should be no errors of selec- 
tion and submission on the part of the 
correspondent other than those which 
customarily fall within the scope of 
human frailty. 

“Therefore, I submit that the mort- 
gage business as carried on by life 
companies through correspondents ne- 
cessitates continuous exchange of ideas 
and interpretation of policy between 
the home office mortgage supervisor 
and the loan correspondent; and that 
when this liaison is complete, mistakes 
of correspondents are minimized.” 


And from North Carolina comes the 
view that many, many correspondents 
do themselves no good at all by widely 
scattering their business. “The failure 
of loan correspondents to send all or a 
substantial part of their business to one 
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company, learn its method of operation 
and just what loans will be accepted 
and which will not be, is possibly the 
most evident reason for failure to re- 
ceive acceptable commitments.” 

An official of a large New 
company told us that many 
spondents seem to be getting in the 
assembly-line routine in loan submis- 
sions and adds that what we need right 
now is more individual attention to 
each loan on an individual basis. 


York 


corre- 


“My principal suggestion to corre- 
spondents right now is avoid the pit- 
fall of treating applications in routine 
and handle each 
case and give the 
essential data with 
application. We try to ask ourselves 
the question on each application, ‘If it 
were my money, would I make the 
loan?’ Put to this test, it has been my 
experience that many applications are 
lacking in details necessary 
to an intelligent decision.” 


fashion one as an 


individual 
and 


complete 


history each 


, 
pertinent 


The vice president and treasurer of 
an Alabama company voices a criticism 
which seems pertinent and valid. It is 
that did not express 


view. 


surprising more 
the same 

“Here is one that may not be touched 
upon by other home office men but it 
cause of most of our follow-up 
correspondence at this time. The prob- 
lem is that of correspondents submit- 


is the 


ting applications on either a new sub- 
division which has not been approved 

, for that matter, is not even platted 
city or submission of a 
commercial 


which has not only not been approved 
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on the map, 


loan in a new subcenter 


by the home office but where no history 
or information has been submitted to 
the home office. 

“At this time, with such a large 
volume of construction, new sections 
spring up overnight and, in fact, be- 
come fairly well-established before a 
home office man can complete his usual 
routine inspections of once or twice a 
year. The correspondent who is on the 
job will, before submitting any appli- 
cations, get approval either of the sub- 
division and get an inspection made; 
or if it is a new subcenter, furnish 
complete history and_ information. 
Most correspondents, however, assume 
that no additional information other 
than the required information in a 


normal submission is needed; and when 
applications are received, there is nat- 
urally a delay awaiting either personal 
inspection from the home office or ade- 
quate information to be sent in.” 

So there you have them—the most 
common mistakes which home office 
officials of 45 prominent life companies 
told us that correspondents make in 
their loan submissions. What if we 
turn the table around and ask the cor- 
respondents a similar question? An 
Indiana life company officer suggests 
that we do so and perhaps we shall. 
But before we do, we will probably 
publish a shorter piece on correspond- 
ent mistakes in submitting industrial 
and commercial loan applications. 





Bits About People and Events 


MBA Vice President Aksel Nielsen 
addressed members of the Colorado 
Bankers Association at their 47th an- 
nual convention in Glenwood Springs 
on “Mortgage Lending Principles.” 


Past President Byron T. Shutz, Kan- 
sas City, is chairman of the nominat- 
ing committee of the American Red 
Cross this year and submitted the 
group’s report at the national meeting 
in San Francisco. Prior to that he was 
at the directors’ meeting of Paramount 
Fire Insurance Company in Salt Lake 
City attended by many of our members. 


The Mortgage Bankers Association 
of Pittsburgh is one of the groups in 
that city sponsoring a big Home Build- 
ers Week in September. 
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YOUNG MAN SEEKS POSITION 
Ambitious, energetic young man, 12 — —~ 
experience desires to make change. neral 

banking experience and well- ro Mt wih 
phases of mortgage lending. Now employed by &%. 
bank in large city. Would prefer employment with 
a medium-size bank or insurance company as — 
officer or similar position wih assurance of future 
advancement. Write Box 166, Mor e Bankers As- 
sociation of America, 111 West Washington Street, 
Chicago 

MORTGAGE EXECUTIVE AVAILABLE 

Former mortgage company president available due 
to sale of firm to competing company. College grad- 
uate, 15 years experience mortgage loans, real estate 
development and allied financing. Thoroughly fa- 
miliar with all FHA and VA regulations. Prefers 
company making city commercial and industrial 
loans. Well grounded experience ih property man- 
agement and appraising. Age 38, neat, good back- 
ground, Lt. Comdr. in U. S. Navy. Prefers South 
but not absolute stipulation. Address Box 167, 
Mortgage Bankers Association of America, 111 West 
Washington Street, Chicago 2. 
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Stanley P. Fosgate, manager of the 
mortgage loan department of the Keyes 
Company, Miami, has been named a 
vice president. 


Every year since 1935, a gold key is 
given to a Peoria business man for 
outstanding achievement in business 
and civic leadership by Zeta Pi, hon- 
orary business fraternity of the school 
of business administration of Bradley 
University. This year our member G. 
Hicks Fatiin was tapped for the 
honor. 


When W. A. Btrair, editor of the 
Oswego, Kan., Independent, was ad- 
vised that R. O. Demine, Jr., of Os- 
wego was the 1948-49 nominee for 
Association vice president, he recalled 
writing the story of the nomination of 
Mr. Deming’s father who was MBA 
president in 1923-24. 


Ferd Kramer, president, Draper & 
Kramer, Inc., Chicago, is back from 
nearly two months in Europe where he 
attended the 19th International Con- 
gress for Housing and Town Planning 
m Zurich, Switzerland. Later he and 
Mrs. Kramer toured England and the 
Continent. . . . Wallace W. True, New 
York, our 1948 Convention Chairman, 
is just back from France. .. . 
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